Testimony before the

Governmental Administration & Elections Committee of
the Connecticut Legislature on HB 6375

My name is Andrew Daniels. | am housing consultant that works in New England and
nationally with housing providers and governmental entities on housing policy and
programs. This includes policy work for the U.S. Department of Housing & Urban
Development. | was one of the authors of the Final Report of the National Commission
on Severely Distressed Public Housing (NCSDPH) as well as several case studies,
whose recommendations resulted in the HOPE VI Program, a program which has
provided funding in Connecticut to redevelop federal public housing in Stamford, New
Haven and Hartford.

I come before the Committee today to speak against the demise of the Housing
Sustainability Fund as would occur if HB 6375 is passed as written. The Commiittee is
identified at line 88 (item 41) of the Bill for removal from Connecticut General Statutes.

Not only is the Fund neither a Commission nor Board, but it does not receive any
regular annuai appropriation, nor therefore does its demise create any cost savings
under the stated purpose of the Bill, consolidation of Commissions and Boards. Its
inclusion is a convenient addition to a gubernatorial shopping list by those with greater
interest in control of an issue and lack of accountability rather than results. In demising
the fund, the Governor removes an advisory committee with a mandate to look at the
issues of preservation of Connecticut state-aided affordable housing programs and
leave the issue in a limbo of bureaucratic discretion.

The Fund requires activities of an Advisory Committee consisting of individuals
appointed by legislative leadership and the public housing industry and was intended by
the statute that created it a little less than two years ago to take the lead at looking a
substantial liability to the State of Connecticut, the underfunding of modernization needs
for the over 17,400 units of state-aided housing paid for by the citizens of Connecticut
and the potential consequences of disinvestment in an asset whose replacement value
not including the cost of land is greater than $3.3b or an average construction cost of
$190k per unit based on use prevailing wage rates. As a point of comparison, last year
CHFA's Board of Commissioners approved 9% Low Income Housing Tax Credit
projects with an average cost of new construction over $300k per unit.

These affordable housing units have been funded through an array of programs that
have been in place since the 1950s and which have created a portfolio of housing that
is diverse and widely distributed across the State. Attachment A to this testimony is a
list of state-aided units that can be found within the communities represented by the
member of the GAE Committee. Attachment B is summary of the affordable unit
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inventory maintained by the Department of Economic & Community Development
(DECD) for each community represented by members of the GAE Committee and the
change in percentage if the state-aided units were to be lost to the inventory for that
specific community.

These units received grants funded with state bonds for their construction but do not
receive any operating subsidy, nor does the legislature appropriate any predictable
source of modernization funding. When modernization funding is provided, it is often in
the form of a legislative set-aside dedicated to a specific property in a specific
community, which means that modernization funding is only available on an ad hoc
basis and not based on documented needs relative to the entire portfolio nor in
consideration of the impact of not funding specific units relative to local community
demographics.

Whiie this may seem like a mouthful of marbies it is an important public policy issue as
access to governmental affordable housing programs is intimately tied to federal and
state fair housing law as well as the Connecticut State Constitution. Given the number
of households that fall under one or another of the definitions of protected classes,
public polices that result in selective investment or selective disinvestment in
government aided housing can result in unintended consequences from a civil rights law
perspective.

There is a legal theory that is well established and called De Facto demolition, which in
plan language means the intuitional abandonment of governmental housing that results
in constructive demolition — the units are ailowed to fall into such a level of disrepair as
to mean that renovation is no longer economicaily viable when compared to new
construction. There is no choice but for the units to be demolished even though a timely
intervention of funds would have prevented the loss of economic viability resulting in no
need to deprogram and demolish. It was a concern about De Facto Demolition which
was one of the major justifications for the HOPE VI Program. If HUD and Congress
were not to step up, it was anticipated that the legal services community would force the
issue through the courts on a property by property basis using the case law around De
Facto Demolition and that the federal government would be making the investments by
court order.

This is the legal theory behind the Father Panik law suit and court order that has
required one-for-one replacement of the units demolished at the former Father Panik,
which was one of the largest public housing developments in Bridgeport and which is
still an open issue for the City of Bridgeport and the Bridgeport Housing Authority.

Now there are State bureaucracies that would claim that they have a firm grasp of the
problem and are in control of the issue.

I think that if this Committee held hearings today that they would find that these
assertions did not contain adequate cloth to cover the claims no matter how they are
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~ fashioned and that some simple questions would quickly uncover the nakedness of
these assertions.

DECD which maintains statutory controf of the programs has handed over their
oversight responsibilities to CHFA as a consequence of the legislation that took $80m of
cash from CHFA as a part of a swap for the equivalent value in the unretired bonds
used to financing the state-aided housing portfolio. DECD has no data on this
portfolio’s physical conditions.

CHFA would claim that they have a sound analysis of the unfunded capital needs of the
17,400 units and they do have a number which changes and shifts depending upon the
definitions or the way the question are asked. Their largest number includes the cost of
redevelopment of New Britain’s Corbin and Pinnacle Heights, which is now estimated at
$90m based on loan application being reviewed at this very moment. The two
developments are of the largest in the portfolio and combined are about 5% of the units.
Thing is that the $90m would only bring back 301 units of the current 844 at an average
cost of $299k. If the redeveiopment cost estimates for the New Britain properties or
others identified as redevelopment are removed, the CHFA estimate drops to roughly
$200m

The funny thing is the CHFA's own requirements for a capital needs assessment (see
Attachment C) were not met through the data collection techniques used by CHFA to
arrive at an estimate of conventional modernization needs.

The Commonwealth of Massachusetts has a very large portfolio of state-aided units of
the roughly the same construction guality and age. The Massachusetts portfolio
receives an operating subsidy and has had a much higher per unit history of
appropriation for modernization. Nevertheless, the Massachusetts Department of
Housing & Community Development (DHCD) estimates that current modernization
levels are roughly 22% of the replacement value of the portfolio. For the Connecticut
portfolio that means roughly $ 726m or almost four time the CHFA estimate. Even if the
use of the 22% as a proxy for the lack of a true and current portfolio needs assessment
is an overstatement, the CHFA estimate has to be at least half the true need and more
likely on 1/3 of true need.

The data collection techniques used by CHFA do not meet national real estate industry
standards for capital assessments, and most importantly CHFA would not, by its own
standards, underwrite any form of multifamily loan on these assets using the data they
have collected.

Oh and by the way, the housing professionals that run the entities that own these
17,400 units, which are public housing agencies, community based non-profits and a
small group of for profit owners, would to a clear majority claim that CHFA understates
the modernization needs of their housing stock.
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As a closing note, | would point out that if one were more interested in harming the
Governor, in being partisan, demising the Sustainability Fund at the request of the
Governor would provide solid documentation of an intentional disinterest in the analysis
and planning required to arrive at a portfolio preservation strategy. In short, it would
provide legal advocates with an easy ability to document “institutional neglect” given
that a mechanism to address the needs of the portfolio had been created and then was
done away with.

The fact remains that 17,400 state-aided housing units exist and are in communities for
which every member of this Committee has constituents. The units were funded in such
a way that they need a large infusion of capital investment and that “bill” is coming due.
Both the current administration and the legislature should want to get out in front of
these issues or the issues will come up in another forum, most likely through the courts,
and put the State into the awkward position of solving the problem under the leadership
a court appointed receiver.
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Attachment C



Appendix 10 - CAPITAL NEEDS ASSESSMENT GUIDELINES

Capital Needs Assessment {CNA) Report, if rehabilitation work is involved — a physical assessment conducted by

licensed professionals in their respective fields of all building components not to be replaced during the renovation.

CNA requirements include the following:

1.

The qualifications of the professionals who prepare the report. The CNA consultant{s) must be
Connecticut-licensed Architects and/or Engineers. The CNA report must include the author’'s observations
and assessments based upon physical observations of the building exterior and interior, including
mechanical and accessible spaces, atlics, roofs, crawl spaces, etc. Any spaces not accessed shail be
noted in the report,

The report must include a narrative description of the development, including the evaluator’s overall
assessment of the property condition. The narrative shall include property location, age, physical
aitributes, number of units inspected and the physical condition of the units inspected. The assessment
shall address the presence, or suspected presence, of environmental hazards, such as asbestos, lead
paint or mold.

Photographs supporting the findings in the report, including site and building characteristics that accurately
reflect the existing conditions present, and shall further examine and analyze:

The site, including general topography, ground water drainage, bituminous / concrete pavement,
bituminous / concrete walks and curbs, site am enities, water, storm, sanitary sewer, gas and electric
services.

The structural system, hoth for substructures and super-structure, including exterior wall systems, doors
and windows, roofing system and drainage.

Common area and unit interiors, including existing finishes (carpet, vinyl wall covering, paint VCT, ceramic
tile, etc.) appliances, cabinets, toilet fixtures, exhaust fans, range hoods, etc.

. Building mechanical systems including HV AC systems, plumbing and domestic hot water, fire protection

systems, electrical lighting and power systems, communication and security systems, etc,

Any components which are non-compliant for ADA, Section 504 or the Fair Housing Guidelines. The report
shall include a copy of an ADA design conformance consultant’s certification that the specific development
complies with all of the ADA and 504 regulations. If the AD A consultant is unable to certify compliance, the
report shall include recommendations to the Owner for achieving compliance.

The report shall include an interview with on-site property management and maintenance personnel to gain
knowledge of past repairs, pending repairs and chronic physical deficiencies. The consuitant shall obtain
and include a 5-year history of the Owner’s capital repair expenditures for the development.

The estimated costs asscciated with delineated needs, including a budget and an in-depth scope of work
for the work proposed. This budget shall include expenditures and costs for all property improvements that
may affect the project’s future marketability. Improvements may include adding central air to the
development, community room additions, etc.

The report shall include a spreadsheet that outlines, by line item, the costs of proposed improvements
expensed in year one, with a life-cycle replacement budget reflecting appropriate line item costs expensed
over the proposed mortgage term. The spreadsheet shall show all costs in today's dollars, with an
appropriate rate of inflation for costs expended over the life-cycle term.

In the case of a complete gutting of buitdings, a structural needs assessment report {to adhere to the latest
applicable codes} by a structural engineer and architectural need-assessment report (to maintain functionai
and aesthetic integrity of such component) by an architect. The reports shall include the age, the material,
the condition and life expec tancy for such component.
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